The public sector enterprises occupy an important place in the economy of India. There are more than 120 central government public sector enterprises employing about 8 lakh people engaged in a wide variety of industrial and commercial operations. The total investment in these enterprises has reached the level of Rs. 6,000 crore in 1974. Because of heavy investment inhuman and material resources and the impact of these enterprises on the national economy, it is natural to expect various segments of society to show keen interest in their activities and performance. The annual reports of these enterprises act as a means of communication between them and the interested groups. The purpose of this study is to examine the quality of disclosure in the annual reports. More specifically, an attempt is made to study the disclosure of financial and nonfinancial information of these enterprises in general and to examine the relationship between organizational pattern, nature of industry, and the quality of disclosure.
Empirical studies on the quality of disclosure of private sector enterprises in India are very few (see Sanghvi, 1968; Shanker, 1972; Gupta, 1974) . On the other hand, there is hardly any indepth study on the quality of disclosure of the public sector enterpises. Most of these studies are descriptive and qualitative in nature (see Narain, 1973) . In the present study an attempt is made to analyse the quality of disclosure of the public sector enterprises on the basis of the index of disclosure.
Hypotheses
On the basis of the objectives of the present study, the following null hypotheses (H 0 ) were formulated for testing the quality of disclosure. H 01 There is no significant difference regarding the quality of disclosure of different public sector enterprises. H 02 Organizational patterns of the public sector enterprises do not influence the quality of disclosure. H 03 The nature of industry does not influence the quality of disclosure.
Research Methodology
Ninety-six central government trading and manufacturing public sector enterprises (excluding banks and financial institutions) were asked to mail their latest annual reports in November 1974. Out of these, 56 enterprises (58.33 percent) complied with the request. A list was prepared to find out the largest number of annual reports available for a particular year. On this basis, annual reports of 40 enterprises for 1972-73 were selected as sample for the present study. Reports of 16 units could not be used for various reasons detailed in Table 1 . The selected sample represents public enterprises operating in different industries, belonging to various ages and size groups, and earning different rates of return. Thus they represent a cross-section view of the total population.
Selection of Items of Disclosure
A list of important items to be disclosed in the annual reports of the public sector enterprises was prepared. Literature on the subject was helpful in 1 identifying important items. The opinions and suggestions of chartered accountants, financial experts, and financial managers of the public sector companies were also considered for this purpose. Such essential items as comparative balance sheets and profit and loss account for two years, production capacity, and targets and achievements were not included because they were statutorily required under the Indian Companies Act. System of Weights; Since the degree of importance of these items varies to the users of annual reports, different weights were given to them. Each item was assigned a weight ranging from 1 to 3 to denote its relative importance. Weights of 1.5, 2, and 2.5 were also given to indicate varying degrees of intermediate importance. However, there is no linear relationship between weights and importance of items, i.e., items weighted 3 are not exactly three times more important than those weighted 1 because weights are assigned more or less subjectively and may differ from person to person. The maximum weight of 3 was given to eight items. The weight of 2 was given to 14 items, and weights of 2.5, 1.5, and 1 were given to six, four, and three items respectively. In all, 35 items with a total weight of 76 were included in this study. A further breakdown of the number of items indicated that there were 17 financial items and 18 non-financial items. In terms of importance, financial items' total weight was 43 compared to 33 for non-financial items (see Table 2 ). The index of disclosure of the present study containing various items and their corresponding weights are given in Table 3 .
The index of disclosure of Singhvi and Desai (1971) has been used with necessary modifications in this paper. Their index of disclosure consists of 34 items; out of these, 21 items have been included in the index of disclosure of the present study. Fourteen new items have been included in this index. Moreover, the system of giving weights in this study differs from that given by Singhvi and Desai.
Analysis and Interpretation
There are two views regarding the disclosure of information in the public sector enterprises. One view, is that these enterprises disclose similar information because they are controlled by the central government. The other view is that they follow different policies regarding the quality of disclosure despite the fact that they are under the jurisdiction of the government This controversy has been examined on the basis of the following null hypotheses.
H 01 : There is no significant difference regarding the quality of disclosure of different public sector enterprises.
The annual reports of the sample enterprises were examined thoroughly for identifying various items of disclosure, and appropriate weights were assigned to each item of the index of disclosure. Total scores of each enterprise were found out by adding all individual weights. The total score and the corresponding ranks of each company are presented in Table 4 . The total score of an enterprise indicates the extent of information disclosed in the annual reports.
From Table 4 , it is evident that the maximum score is obtained by Hindustan Machine Tools, followed by Hindustan Steel, Fertilizer Corporation of India, Bharat Heavy Electricals, Indian Rare Earths, and Hindustan Aeronautics. The first six positions are secured by government enterprises engaged in manufacturing activities. The lowest score has been obtained by Lubrizol India amongst manufacturing enterprises. Indian Airlines secured the maximum score (31.75) amongst servicing enterprises. The above analysis indicates that manufacturing enterprises secured the highest and the lowest ranks, a wide variation in disclosing information amongst these enterprises. The same trend is noticeable in the case of servicing organizations. On the basis of percentage of information disclosed (out of maximum weightage of 76 given in the index of disclosure), the sample enterprises are classified in Table 5 . Table 5 indicates that one-eighth of the enterprises are disclosing less than 20 per cent of the items of the index of disclosure and twothirds of the enterprises are disclosing between 20 and 40 per cent of the items. Only one-fifth of the enterprises are disclosing more than 40 per cent of information required in the index of disclosure.
The classification of companies on the basis of percentage of disclosure shows a pattern of normal distribution. The weighted mean, second, third, and fourth moments around mean, skewness, and kurtosis of the sample series ( In other words, the skewness is insignificant. The calculated value of kurtosis (2.74) is less than 3 so the platykurtic curve is present, but as it is between 3.0 and the tabulated value at the lower limit, the kurtosis is also not significant in the series. On the basis of skewness and kurtosis tests, it is evident that the series is normally distributed. The ordinates of the normal curve fitted to the data of Table 5 are given in Table 6 . The data generated in Table  6 (col. 5) have been plotted in Figure 1 to show the frequency curve (solid line) and the symmetrical curve (broken line).
The analysis of the normal curve indicates that the companies under study are not disclosing similar information. In other words, some enterprises are disclosing more information than others. This may be owing to reasons such as size, age, and profitability of these enterprises (for details see Singh and Bhargava, forthcoming) . On the basis of this analysis, the null hypothesis is accepted. In other words, there are differences in the quality of disclosure fo 
Organizational Pattern
It is generally argued that among the public sector enterprises, public corporations disclose more information than government companies because the former are autonomous bodies and try to project their public image through better disclosure. There is an opposite view that organizational pattern of the public sector companies does not influence the quality of disclosure since all of them are controlled by the government and try to follow the same pattern. To test this controversy, the following null hypothesis is formulated:
H 02 : Organizational pattern of companies does not influence the quality of disclosure.
The sample companies were classified into government companies and public corporations. No departmental enterprises were included in the sample study. The standard deviation and mean scores of these companies on the basis of the index of disclosure are given in Table? . Table 7 reveals that the mean score of public corporations is higher than government companies. Moreover, the variation in the quality of disclosure of government companies (S.D=7.95) is more than public corporations (S.D=6.12). To test whether these differences are significant, the median test was applied. The value of Fisher's exact probability (p) is 0.3306. For a two-tailed test, p is doubled (=0.6612). Further, as p yielded is greater than a (a= 0.001. 0.01, 0.02, 0.05, and 0.10), the null hypothesis is accepted.
The above analysis indicates that government companies and public corporations do not differ in the quality of disclosure of information. This may be because of the fact that both types of organizations are controlled by the government and accountable to Parliament and the public. Hence the government may not be differentiating these enterprises on the basis of organizational pattern.
Nature of Industry
Nature of industry may have influence on the quality of disclosure. To study the relationship between industry and the quality of disclosure, sample enterprises were classified into two broad categories: manufacturing and servicing. Manufacturing companies were further subdivided into capital goods, consumer goods and agro-industries, and basic materials-Servicing companies were categorized into trading and transport; contracts construction and development of small industries; and financial rehabilita- To test the above hypothesis, mean scores and the standard deviation are given in Table 8 . We find from this table that the mean score of manufacturing companies is higher than that of servicing companies. Amongst the former, capital goods manufacturing companies are disclosing the largest number of items of the index of disclosure. Amongst servicing companies, the mean score of trading and transport companies is the highest whereas financial rehabilitation of sick industries and consultancy companies are disclosing the least information. We also notice variations in the quality of disclosure. There is more variation in the quality of disclosure in manufacturing companies compared to servicing companies. Among the former, the least variation in the quality of disclosure is observed in the case of consumer goods and agro-based companies. The same phenomenon is noticed in the case of companies in contract, construction, and development of small industries. The above analysis reveals that there is difference in the quality of disclosure in different industrial groups. We will find out whether this difference is significant.
Vikalpa
The value of chi-square calculated is 3.68. According to the table values, the probability (p) is less than 0.1 with d.f.=1 ; hence the decision is to reject the null hypothesis with a>0.1. In other words, nature of industry has influence on the quality of disclosure.
As has been pointed out earlier, companies manufacturing capital goods are disclosing more information than others. This may be owing to the fact that public funds are heavily invested in these companies. Public and Parliament are both interested in getting better and more information from these companies. Moreover, these companies are multiunit enterprises and involve marketing various products to different customers in India and abroad. They may be disclosing more information for these customers. Companies engaged in consultancy services disclose least information. Since these companies are engaged in promotional activities, public and Parliament may not be very much interested in better disclosure.
Conclusion
The quality of disclosure varies from enterprise to enterprise. Fifteen per cent of the enterprises are disclosing between 40 and 50 per cent of total information. Two-thirds of the companies are disclosing between 20 and 40 per cent of total information. As against this, 12 per cent of the enterprises are disclosing between 10 20 and percent.
Organizational pattern of these enterprises is not associated with the quality of disclosure. In other words, government companies and public corporations disclose similar information. The quality of disclosure is related to the nature of industry at lower level of confidence. Companies manufacturing capital goods are disclosing more information than others. Moreover, companies engaged in rehabilitation of sick industries and technical consultancy services disclose least information.
The present study indicates that the public sector companies (except two) do not disclose more than 50 per cent of the items of the index of disclosure for the users of annual reports. It has also been noticed that important items such as comparative profit and loss statement for more than two years, method of inventory valuation (LIFO, FIFO, etc.), description of type of capital expenditure planned, ratio of advertising expenses to total sales, and leverage ratio have not been disclosed by many sample companies.
Management should take keen interest regarding disclosure of items for improving the quality Vol. 3, No. 4. October 1978 of reporting practices. Since annual reports of the public sector enterprises are being used by individuals, institutions, and organizations, better disclosure of information should be encouraged. Note: Almost all public sector companies have been set up recently and they fall below the age of 10 years. To accommodate these cases, the following assumptions have been made while giving weightage for items 1, 2, 3, and 4 : *(10-40%)of establishment period 1 **(40-70%)of establishment period 2 ***(70-100%)of establishment period 3 To illustrate this aspect, let us assume that the company has a life of 5 years. In this case items 1, 2, and 3 can be given for 5 years only. So for such cases we give the weightage of 3 instead of 1. Further, if the age of company is between 3 and 10 years then in those cases a two-year comparative statement (as per items 1, 2, and 3) shall not be given any weightage until and unless the company discloses for the third year also.
Comparative statements of Profit and Loss and Balance Sheet for two years are required by Companies Act, 1956, so no weightage shall be given to a company with age of two years or less. Consumer Goods and Table 6 Agro-Based 3 25.41 4.59
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